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MONTHLY SURVEY OF 



GENERAL BUSINESS CONDITIONS 

September 26, IQ2I 

I. THE, INDEX ^he movement of curve C, which we regard at present 

A SLIGHT recovery in business conditions during as the most significant index of underlying conditions, 

August is evidenced by the movements of the was downward last month, reflecting slightly decreased 

curves of our index chart. That the trough of the interest rates; the decline in actual rates was not so 

business depression was reached last May or June now pronounced as in July but the seasonal correction 
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INDEX CHART. The items locating curves A, B, and C all refer to complete calendar months and the points are plotted in the middle of the spaces allotted to the months. 
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Group A — Speculation : New York Bank Clearings, Shares Traded on the New York Stock Exchange, Price of Industrial Stocks. 

Group B — Business: Bank Clearings Outside New York City, Bradstreet's Price Indices. 

Group C — Banking : Rate on 4-6 Months Commercial Paper, Rate on 60-90 Day Commercial Paper. 



Explanation: Each of the three curves on the Index Chart is obtained by 
averaging a group of statistical series, each group being composed of series 
homogeneous in character; i. e., when corrected for the seasonal influence 
and normal growth, the series of each group move in the same direction (up- 
ward or downward) at the same time. The series were all expressed in com- 
parable units before averages were taken. 

Our interpretation of the fluctuations of the three curves of the current 
index chart is based upon the relationship which was discovered among simi- 
lar curves for the period 1903-14. All three curves had wave movements, but 
the upward swings and the crests of the waves were not reached simultane- 
ously. The major movements of speculation preceded those of business by 
4 to 10 months, and the movements of business preceded those of banking by 
2 to 8 months. 

The persistent decline of curve A and the equally persistent rise of curve 



C, both movements beginning in November 1919, indicated that a decline of 
business activity and commodity prices, curve B, would be inaugurated in 
the spring of 1920. In fact business unsettlement was noticeable in April 
of that year. The existence of the federal reserve system enabled us to avoid 
a financial panic but not a severe industrial depression. 

Since last January curve C, representing money rates, has declined, but 
curve A, representing speculation, has also fallen. The level of money rates, 
high for the present phase of the business cycle, and the depression of security 
prices indicate that there is no prospect of a great change in business condi- 
tions in the immediate future. The upward movement since May of curve B, 
representing business, indicates that the decline of business, which lasted 
fourteen months, is at an end. The approximate stabilization of wholesale 
commodity prices and improved financial conditions justify the forecast that 
business activity will increase moderately. 



seems clear; and that, in spite of the summer dullness, 
fundamental conditions are slowly mending is also 
fairly certain. Our chart does not give a definite fore- 
cast of a considerable upward turn of business activity. 
The latest movements recorded indicate, rather, that 
the decline of wholesale commodity prices has appar- 
ently been checked and that a further downward move- 
ment is not probable. The decline of interest rates, 
since last winter, indicates an improved financial situa- 
tion. The approximate stabilization of wholesale 
commodity prices and improved financial conditions 
justify the forecast that business activity will increase 
moderately this fall. 



for August gives our curve the same downward tend- 
ency. 

The slight rise in curve A, speculation, was caused by 
an increase in the number of shares traded on the New 
York Stock Exchange during August and a decrease in 
New York bank clearings slightly less than the usual 
one for the month. 

For the first time since the beginning of the business 
depression curve B shows a decided upward movement. 
Bradstreet's index of wholesale commodity prices 
moved upward 0.3 per cent; outside bank clearings 
remained stationary, although August clearings are 
usually 6 or 7 per cent less than those for July. 
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II. ECONOMIC ANALYSIS 

Speculation 

After the first few days of August there was a steady 
decline in the price of industrial stocks. Dow, Jones and 
Company's index of 20 industrials dropped to the lowest 
point of the present depression, $63.90 on August 24; 
the average for the month was $66.80, 2! per cent below 
that of July. Many industrial stocks reached record 
lows during the month. After August 24 prices were 
higher, and on September 10 reached the highest point 
since June 4. They have been somewhat lower since. 
The average price of railroad stocks has shown a sim- 
ilar movement, although the high point reached on Sep- 
tember 13 was below that of the first week in August 
and has been exceeded since September 22. Dow, Jones 
and Company's average price of 40 bonds remained 
below the high point reached on August 4, $78.27, dur- 
ing the remainder of the month; it has advanced rapidly 
since, to $79.39 on September 23, a figure 1.4 per cent 
above that just given. The advance has been principally 
in railroad and public utility bonds; that in industrial 
bonds has been slight. The number of shares sold on 
the New York Stock Exchange was 11,120,000, a re- 
covery after the stagnation of the preceding month 
when sales had mounted to only slightly more than half 
of those of June. New York bank clearings, on the 
other hand, decreased 5 per cent from 15,360 million 
dollars to 14,560 millions. The usual decrease from 
July to August is 6 per cent. The current figure for 
August is the lowest for that month since 1916. 

Business 

Progress towards recovery from business depression 
is indicated by recent developments. One of the most 
noteworthy has been the very sharp upward movement 
of the price of cotton. From 11.65 cents per pound on 
March 1, middhng upland had advanced to 12.9 cents 
on August 1. Since that date the price moved sharply 
upward to a recent high point of 21.1 cents for spot, 
which represents a recovery of over 80 per cent from the 
low point of last March. Such a change in the price of 
that raw material, if it is maintained, must inevitably 
lead to higher prices for cotton textiles; and it will be 
interesting to see whether consumers are prepared to 
buy at such prices the quantity of goods that has been 
moving in recent months. Upon conditions in the 
South the recent movement will be most helpful; and, 
after the experience of last year, it may be expected to 
lead to liquidation of outstanding loans rather than to 
speculation or large spending for consumers' goods. 

That a marked reduction in the crop should benefit 
the cotton states is not so paradoxical as it may at first 
seem. Experience has shown that bumper cotton crops 
have frequently brought a smaller return in dollars 
than the smaller crops of poorer years. Thus, in 1908 
a crop of 13,241,000 bales had a value of $488,000,000, 
while in 1909 a crop of 10,000,000 bales had a value of 
$688,000,000. In 191 1 a crop of 15,692,000 bales had a 



value of $50,000,000 less than the crop of 11,608,000 
bales which was raised in 1910. In 1914, again, a crop 
of 16,000,000 bales brought a return of $591,000,000, 
while in the previous year a crop of 14,156,000 bales 
had a value of $885,000,000. Whether the recent high 
level of prices is maintained or not, there can be no 
doubt that the turn has definitely come in the cotton 
market, and this development is likely to have a con- 
siderable psychological effect upon other commodities. 

A second important feature has been a slight increase 
in monthly pig-iron production. The output in August 
was 954,193 tons, an increase of 10 per cent over July, 
while the usual increase between these months is 3 per 
cent. The July production, however, was the lowest 
since December 1903. It was reported that seventy 
furnaces were in blast on September 1, and others have 
since been added. Steel ingot production likewise shows 
an increase in August. Steel prices continue to show 
weakness, although a large interest has advanced its 
price of wire rods, wire, and nails. 

Figures for car loading show a continued increase 
from the week ending August 6 to that ending August 
27. The total number of cars loaded with revenue 
freight during the latter week was 829,709, the largest 
figure since December n, 1920. The principal increases 
are in merchandise, miscellaneous freight and coal, 
while loadings of grain and grain products show a de- 
crease. Bradstreet's returns of building permits for 
August show a larger total than in July. The improve- 
ment has been most marked in the South and west of 
the Mississippi; New England shows a decrease. The 
increase of small residence building in Chicago has been 
sufficient to be characterized as a "boom." An adjust- 
ment of wages and working conditions has been made in 
that city recently. Increases are reported in lumber 
production and silk consumption for the month of 
August. The production of bituminous coal is the larg- 
est since January, but is the least reported for August 
since monthly figures were first recorded in 1913. Un- 
employment shows a slight decrease. 

Business sentiment is more hopeful, especially in the 
South since the increase in cotton prices. This change 
reflects, also, the expectation of increased buying with 
the coming of cooler weather and the marketing of 
crops. The corn crop is good, with low prices. The 
1 92 1 wheat crop of twenty countries, which in the 
period of 1909-13 produced three-fifths of the world's 
known crop, is reported to be 45 per cent above that 
of 1920 and 7 per cent above the 1909-13 average. 
Liquidation among the farmers, on the other hand, has 
not been rapid, and the generally low price of agricul- 
tural products may restrict buying. The canneries 
have considerably curtailed operations, thus narrowing 
the market of the farmer for certain products. 

It has been pointed out that the present bettering of 
conditions is in accordance with the usual seasonal 
movement, and the fundamental nature of the move- 
ment has been questioned for this reason. Our chart 
indicates that there is a fundamental improvement 
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aside from seasonal variation. Even that part of the 
gain which may be labeled as seasonal is, however, a 
real forward step, which leaves business in so much the 
better condition. 



Outside Clearings: Actual Figures 
{Unit: $1,000,000) 

July IQ21 Aug. 1921 

Middle * 3,085 2,909 

New England !,339 I , 2 S9 

Middle West 3,566 3,672 

Pacific 1,357 1 A 1 5 

Other West 1,591 1,680 

Southern 1,864 1,869 

Total* 12,801 12,804 

* Excluding New York City 



Ratio of 
Aug. to July 

94-3 
94.0 
103.0 
104.3 
105.6 
100.3 



1 00.0 



Probably the most reliable index of the volume of 
business transactions in the country as a whole is to be 
found in bank clearings outside New York City. In 
August outside clearings were 12,804 million dollars, 
a figure practically the same as that registered in July. 
Usually, clearings for August are 6 or 7 per cent less 
than those for the preceding month; in the past eight- 
een years there have been only two (1916 and 1918) in 
which August clearings equaled or exceeded those for 
the preceding July. To be sure clearings in August 
of this year were 23 per cent below those for the cor- 
responding month last year, but this simply indicates 
that the last twelve months have been months of de- 
clining business, a conclusion that needs no demon- 
stration. It is the comparison of the August and July 
figures, not of August with a corresponding month of 
preceding years, that is significant. Such a comparison 
of the recent figures for bank clearings makes it clear 
that there was a noteworthy increase in business activ- 
ity last month. The accompanying table, which gives 
the clearings for July and August for different sections 
of the country, shows that the agricultural sections of 
the country were responsible for the relatively large 
volume of business in August. The chief manufacturing 
section of the United States, the New England and 
Middle states, showed the normal seasonal decline. It 
seems probable, therefore, that the sales of new crops 
or the liquidation of crops in storage has been going on 
in greater volume than usual. 

Banking 

Although interest rates remain high, there has been 
a slight falling off in the average rate for August as 
compared with that of July. This movement has taken 
place at a time when interest rates are usually in- 
creasing. Commercial paper rates are at present 5! to 
5! per cent. Call rates, at 6 per cent during the first 
three weeks of the month, have averaged lower since, 
and are now 5 per cent. The Federal Reserve Banks of 
New York and Boston have reduced their rediscount 
rates from 5I to 5 per cent. 

The position of the federal reserve system continues 
to grow stronger. Important items of the last report 



of the Federal Reserve Board follow, compared with 
the same items at the time of greatest expansion: 

Combined Federal Reserve Banks 
(In millions of dollars) 



Per- 
centage 
change 



Total earning assets 

Total bills on hand 

F. R. notes in actual circu- 
lation 

Reserve ratio 

Excess reserves 



Maximum 


Sept. 21, 
1921 


Amount 


Date (1920) 


3,422 


Oct. 15 


1,652 


3,127 


Nov. 5 


1,421 


3,405 


Dec. 23 


2 ,475 


MlKLMTJM 




42.2% 


May 14 


68.7* 


201 


May 14 


1,281 



-5i-7 

-54-6 

-27-3 



Reporting Member Banks 
(In millions of dollars) 





Maximum 


Sept. 14, 
192 1 


Per- 




Amount 


Date (1920) 


change 


Loans and investments f . . . 

Aggregate deposits 

Bills payable and bills redis- 
counted with F. R. banks 

Ratio of accommodations at 
F. R. banks to loans and 
investments 


17,284 
14,600 

2,278 

13-5% 


Oct. 15 
Jan. 16 

Nov. 5 
Nov. 5 


14,800 
13,178 

908 

6.1% 


-14.4 

- 9-7 
—60.2 







* Computed on revised basis. 

f Including bills rediscounted with federal reserve bank 



III. STATISTICAL SUMMARY 

(A) The Speculative Group 

New York City bank clearings fell from 15,360 million 
dollars in July to 14,560 million dollars in August, a 
decrease of 5 per cent, which is slightly less than the 
usual seasonal decline. 

The average price of twenty industrial stocks for August 
was $66.80, 2.5 per cent below the average of $68.50 for 
July. The average price of twenty railroad stocks for 
August was $72.10, a slight increase from $71.90 in 

July. 

Dow, Jones & Co.'s averages for the prices of railroad 
and public utility bonds during August show increases 
of about 1 1 per cent over the corresponding figures for 
July; the index for industrial bonds remained practi- 
cally unchanged. The indices for recent months appear 
below : 

May 192 1 June 1921 July 1921 August 192 1 

Highest grade rails. .. 72.25 70.31 72.56 73.66 

Second grade rails . . . 59.84 58.17 60.06 61.08 

Public utilities 52.88 51.67 53.04 53.87 

Industrials 56.16 54.06 53.66 53.69 

Combined index 59.46 57.75 58.89 59.59 

The number of shares traded on the New York Stock 
Exchange during August was 11,120,000 shares, com- 
pared with 9,290,000 shares in July, and with monthly 
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averages of 15,160,600 shares for the first half of 1921 
and 18,890,000 shares for the year 1920. The volume 
of trading has been on a low level during July and 
August. The total number of shares traded for these 
two months was 20,410,000. Disregarding 1914, when 
the Stock Exchange was closed after July 30, there have 
been only three years out of the past eighteen when a 
lower figure has been recorded for a corresponding 
period. 

The value of building permits issued for twenty leading 
cities in August showed a slight decrease, the total 
being $95,600,000, compared with $100,000,000 in July. 
Building permits usually fall off steadily from May to 
January. Since May 192 1, however, the movement has 
been upward; the August total is 21 per cent above that 
for May, while the usual seasonal change over this 
period is a decrease of about 20 per cent. The United 
States Bureau of Labor Statistics index number for the 
prices of building materials was 198 for August, a de- 
crease of 1 per cent from 200 for July and a fall of 42 
per cent from the record figure of 341 for April and 
May 1920. 

(B) The Business Group 

Bank clearings of the United States outside New York 
City did not show the usual seasonal decline of 6 or 7 



per cent in August; the total for that month was 12,800 
million dollars, practically the same as that registered 
in July. 

Bradstreet's index of wholesale commodity prices for 
September 1 was $11.09, a slight increase from $11.06 
for August 1. 

For the first time since May 1920 the United States 
Bureau of Labor Statistics index number of wholesale 
commodity prices shows an increase. The index for 
August is 152, compared with 148 for July, an advance 
of 2.7 per cent. An examination of the indices for vari- 
ous groups of commodities shows that this rise was 
brought about by increases of 13 J per cent for the 
food groups and of 2§ per cent for the farm products 
group, which includes many foods in the raw state. 
The index for the cloths and clothing group remained 

May 1920 June 1921 July 1921 August 1921 

Farm products 244 113 115 118 

Food, etc 287 132 134 152 

Clothes and clothing 347 180 179 179 

Fuel and lighting 235 187 184 182 

Metals and metal products. 193 132 125 120 

Building materials 341 202 200 198 

Chemicals and drugs 215 166 163 161 

House-furnishing goods ... . 339 250 235 230 

Miscellaneous 246 150 149 147 

All cpmmodities . . . 272 148 148 152 



ACTUAL ITEMS OF FUNDAMENTAL SERIES OF BUSINESS STATISTICS, 1920-21' 



GROUP A 



New York 

clearings 

(Units of 

$1,000,000,000) 



1920 192 1 



Price of indus- 
trial stocks t 
(Units of $1) 



Shares traded 

(Units of 

1,000,000 shares) 



Building permits 
(Units of 

$1,000,000) 



Yield on ten 

railroad bonds 

(Units of one 

per cent) 



Price of twenty 
railroad stocks f 

(Units of $1) 



GROUP B 



Outside 

clearings 

(Units of 

$1,000,000,000) 



1920 192 1 



Bradstreet's 

prices* 
(Units of $1) 



r92o r92i 



Bureau of 
Labor prices 
(Base: average 
for r9i3=ioo) 



1920 1921 



January . . 
February . 
March . . . 

April 

May 

June 

July 

August . . . 
September 
October . . 
November 
December 



23.21 
18.14 
22.33 
21.80 
19.74 
20.51 
19.83 
17.89 
18.60 
20.66 

1943 
20.98 



I8-S7 
14-53 
16.68 

15-54 
15-85 
16.85 

I5-36 
14.56 



104.6 
94.4 
99.6 

100.8 
91.4 
91.4 
90.6 

85-4 
87.0 

84.9 
78.4 
71.9 



75-i 
75-5 
75-4 
76.7 
77.2 
69.1 
68.5 
66.8 



88 

87 

,01 

■45 
,64 

•35 
•54 
•73 
■3° 
.67 
07 

14 



16.14 
10.17 
16.32 

15-53 
17.24 
18.26 
9.29 
11. 12 



70.0 
68.9 
84.0 

"3-4 
64.0 
78.4 
66.0 
60.8 
5 2 -3 
51-4 
39-5 
38.9 



364 
59-o 
74-8 
81.0 
79.2 

9°-S 
100.0 

95-6 



5-5i 
5-76 
5-74 
5-91 
6.25 
6.28 
6.21 
6.02 
5-85 
5-69 
5-66 

5-9° 



74-9 
72.5 
76.8 

74-4 
72.0 
71.1 
72.8 
74.6 
79.2 
83.6 
80.2 
74.2 



76.5 
74-3 
71.2 
70.1 
72.9 
69.2 
71.9 
72.1 



18.46 

I5-I7 
19.00 
17.88 
17.10 
17.94 

17-75 
16.56 

17-39 
18.11 

16.57 
16.74 



14.96 
12. 11 
14-32 

13-37 
12.76 

13-23 
12.80 
12.80 



20.36 
20.87 
20.80 
20.71 
20.73 
19.88 

19-35 
18.83 
17.97 
16.91 
15.68 

13-63 



12.66 
12.37 
11.86 

"•37 
10.82 
10.62 
10.73 
11.06 
11.09 



248 
249 

253 
265 
272 
269 
262 
250 
242 
225 
207 
189 



177 
167 
162 
154 

151 
148 

148 

152 



* Data are monthly averages or aggregates except for two series: Brad- 
street's prices relate to the first day of the month, and unfilled orders of 
the United States Steel Corporation to the last day of the month. 

t In the Review for June, 1920 these prices were revised. They have 



been computed throughout by securing monthly means of the daily average 
prices, at the close, of 20 stocks for each month, rather than by taking 
means of the highest and lowest daily averages for each month, as formerly. 
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unchanged in August. In all the other groups there 
were decreases, ranging from 1 per cent for building 
materials to 4 per cent for metals and metal products. 
The group indices for May 1920 and for June, July, and 
August of the present year appear above. 

Bradstreet's number of business failures for August was 
1629, an increase of 10 per cent from 1483 in July. The 
normal seasonal movement in August is a decrease of 
6 or 7 per cent. 

The value of exports of merchandise from the United 
States was 372 million dollars in August, an increase of 
16 per cent from 321 million dollars in July. The value 
of imports also increased, the totals being 179 million 
dollars for July and 195 million dollars for August, a 
rise of 9 per cent. The favorable balance of trade was 
177 million dollars in August, compared with 142 
million dollars in July. 

The downward movement in pig-iron production, 
which had been in progress since last October, was 
checked in August and a slight gain was registered. 
The production for August was 954,000 tons, an increase 
of 89,000 tons from 865,000 tons for July. The output 
for the industry is still on a very low level, as is evi- 
denced by the fact that the production for August is 
less than one-third of that for last October. 

Unfilled orders of the United States Steel Corporation 



decreased from 4,830,000 tons on July 31 to 4,530,000 
tons on August 31. The unfilled tonnage has been fall- 
ing off steadily for the past thirteen months, and the 
current figure is almost 60 per cent below the record 
total of 11,120,000 recorded on July 31, 1920. 

(C) The Banking Group 

The average loans, discounts, and investments of New 
York City Clearing House banks and trust companies 
were 4,400 million dollars in August, a decline of 1.3 per 
cent from 4,460,000 million dollars in July. The average 
deposits for the same banks also decreased, falling from 
3,660 million dollars in July to 3,590 million dollars in 
August, a drop of 1.9 per cent. Both loans and deposits 
have been falling off since last October, the averages for 
August being about 19 and 13! per cent, respectively, 
below those recorded ten months previous. 

The average rate of interest on four-to-six months com- 
mercial paper in New York City was 6.15 per cent for 
August, f of a point lower than the average of 6.53 
per cent for July, and more than 2 points under the 
rate of 8.25 per cent for August 1920. The average rate 
on sixty-to-ninety day paper was 5.95 per cent in August, 
compared with 6.28 per cent in July, and 8.00 per cent 
a year previous. 



ACTUAL ITEMS OF FUNDAMENTAL SERIES OF BUSINESS STATISTICS, 1920-21 * 



January . . 
February . 
March . . . 

April 

May 

June 

July 

August . . . 
September 
October . . 
November 
December 



GROUP B 



Business failures 
(Bradstreet) 

(Units of 
one failure) 



1020 1021 



S°3 

434 
50S 
474 
453 
S7i 
593 
633 
654 
856 
1056 
i73i 



1998 

1435 
1500 
1410 
1338 
1329 

1483 
1629 



Imports 
(Units of 

$1)000,000) 



I02O 1021 



474 
467 

524 
496 

43i 
553 
537 
513 
363 
333 
321 
266 



209 

21S 
252 

255 
205 
186 
179 
195 



Production of 

pig iron 

{Units of 

1,000 tons) 



3015 
2979 
3376 
2740 
2986 

3044 
3067 

3147 
3129 

3293 
2935 
2704 



2416 
1937 
1596 

"93 
1221 

1065 

865 

954 



Unfilled orders 

u. s. s. c * 

(Units of 
1,000,000 tons) 



1920 



29 

5° 
89 

36 
94 
.98 
.12 
,81 

37 
.84 

.02 

15 



102 1 



7-57 
6-93 
6.28 

5-85 
548 

5-12 

4-83 
4-53 



GROUP C 



Loans, discounts, 

invest'ts, etc., of 

New York banksf 

(Units of 

$1,000,000,000) 



Z02O 



5-32 
S-i4 
5-" 
5.16 
5.16 
5-14 
5-14 

5-12 

5.26 

5-43 
5.26 

5-23 



1021 



5.18 
5-°4 
4-93 
4-79 
4.67 

456 
4.46 
4.40 



Deposits of 

New York banksf 

(Units of 

$1,000,000,000) 



1020 1021 



4.16 
4.12 
4.14 
4.I9 
4.16 
4.I9 
4.12 
4.02 
4.06 
4.16 
4.O4 
4.OI 



3-99 
3.81 
3-76 
3-7i 
3.68 

3-72 
3.66 

3-59 



Rate on four-to- 
six months paper 
(Units of 
one per cent) 



6.06 

6-S3 
6.88 
6.97 
7-38 

7-95 
8.09 
8.25 
8.16 
8.12 
8.08 
8.00 



7-94 
7.88 

7-75 
7.72 

7-i5 
7-o3 
6-53 
6.15 



Rateonsurty-to- 

ninety day paper 

(Units of 

one per cent) 



1920 1021 



6.00 
6.41 
6.68 
6.81 
7.16 
7.72 
7.84 
8.00 

7-97 
8.00 
7.92 
7.88 



7.81 

7-75 
7.62 

7-56 
6.92 
6.69 
6.28 
5-95 



Dividend 
payments 
(Units of 

$1 ,000,000) 



65.6 
44.2 
52.8 

63-9 
31.0 

45-i 
60.7 

46.3 
42.0 
65.8 
3i-8 
5i-5 



61.4 

41.0 
47.1 

57-5 
26.9 

37-2 

54-o 



* Data are monthly averages or aggregates except for two series: Brad- 
street's prices relate to the first day of the month, and unfilled orders of 
the United States Steel Corporation to the last day of the month. 



t Clearing House banks, including (i) members of the federal reserve 
bank, and (2) state banks and trust companies not in the federal reserve 
system. 



